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Financial corruption involving collusion between mega-banks and financial authorities is 
unfathomable 



As most Americans, if not the financial media, are aware, Quantitative Easing (a euphemism for 
printing money) has failed to bring back the US economy. 

So why has Japan adopted the policy? Since the heavy duty money printing began in 2013, the 
Japanese yen has fallen 35% against the US dollar, a big cost for a country dependent on energy 
imports. Moreover, the Japanese economy has shown no growth in response to the QE stimulus to 
justify the rising price of imports. 

Despite the economy's lack of response to the stimulus, last month the Bank of Japan announced a 60% 
increase in quantitative easing-from 50 to 80 trillion yen annually. Albert Edwards, a strategist at 
Societe Generale, predicts that the Japanese printing press will drive the yen down from 115 yen to the 
dollar to 145. 



This is a prediction, but why risk the reality? What does Japan have to gain from currency 
depreciation? What is the thinking behind the policy? 



An easy explanation is that Japan is being ordered to destroy its currency in order to protect the over- 
printed US dollar. As a vassal state, Japan suffers under US political and financial hegemony and is 
powerless to resist Washington's pressure. 

The official explanation is that, like the Federal Reserve, the Bank of Japan professes to believe in the 
Phillips Curve, which associates economic growth with inflation. The supply-side economic policy 
implemented by the Reagan administration disproved the Phillips Curve belief that economic growth 
was inconsistent with a declining or a stable rate of inflation. However, establishment economists 
refuse to take note and continue with the dogmas with which they are comfortable. 

In the US QE caused inflation in stock and bond prices as most of the liquidity provided went into 
financial markets instead of into consumers' pockets. There is more consumer price inflation than the 
official inflation measures report, as the measures are designed to under-report inflation, thereby saving 
money on COLA adjustments, but the main effect of QE has been unrealistic stock and bond prices. 

The Bank of Japan's hopes are that raw material and energy import prices will rise as the exchange 
value of yen falls, and that these higher costs will be passed along in consumer prices, pushing up 
inflation and stimulating economic growth. Japan is betting its economy on a discredited theory. 

The interesting question is why financial strategists expect the yen to collapse under QE, but did not 
expect the dollar to collapse under QE. Japan is the world's third largest economy, and until about a 
decade ago was going gangbusters despite the yen rising in value. Why should QE affect the yen 
differently from the dollar? 

Perhaps the answer lies in the very powerful alliance between the US government and the 
banking/financial sector and on the obligation that Washington imposes on its vassal states to support 
the dollar as world reserve currency. Japan lacks the capability to neutralize normal economic forces. 
Washington's ability to rig markets has allowed Washington to keep its economic house of cards 
standing. 

The Federal Reserve's announcement that QE is terminated has improved the outlook for the US dollar. 
However, as Nomi Prins makes clear, QE has not ended, merely morphed. 
http://www.nomiprins.com/thoughts/2014/ll/10/qe-isnt-dying-its-morphing.html 

The Fed's bond purchases have left the big banks with $2.6 trillion in excess cash reserves on deposit 
with the Fed. The banks will now use this money to buy bonds in place of the Fed's purchases. When 
this money runs out, the Fed will find a reason to restart QE. Moreover, the Fed has announced that it 
intends to reinvest the interest and returning principle from its $4.5 trillion in holdings of mortgage 
backed instruments and Treasuries to continue purchasing bonds. Possibly also, interest rate swaps can 
be manipulated to keep rates down. So, despite the announced end of QE, purchases will continue to 
support high bond prices, and the high bond prices will continue to encourage purchases of stocks, thus 
perpetuating the house of cards. 

As Dave Kranzler and I (and no doubt others) have pointed out, a stable or rising dollar exchange value 
is the necessary foundation to the house of cards. Until three years ago, the dollar was losing ground 
rapidly with respect to gold. Since that time massive sales of uncovered shorts in the gold futures 
market have been used to drive down the gold price. 

That gold and silver bullion prices are rigged is obvious. Demand is high, and supply is constrained; 
yet prices are falling. The US mint cannot keep up with the demand for silver eagles and has suspended 
sales. The Canadian mint is rationing the supply of silver maple leafs. Asian demand for gold, 
especially from China, is at record levels. 

The third quarter, 2014, was the 15th consecutive quarter of net purchases of gold by central banks. 



Dave Kranzler reports that in the past eight months, 101 tonnes have been drained from GLD, an 
indication that there is a gold shortage for delivery to physical purchasers. The declining futures price, 
which is established in a paper market where contracts are settled in cash, not in gold, is inconsistent 
with rising demand and constrained supply and is a clear indication of price rigging by US authorities. 

The extent of financial corruption involving collusion between the mega-banks and the financial 
authorities is unfathomable. The Western financial system is a house of cards resting on corruption. 

The house of cards has stood longer than I thought possible. Can it stand forever or are there so many 
rotted joints that some simultaneous collection of failures overwhelms the manipulation and brings on a 
massive crash? Time will tell. 

Why There Is No Wage Growth: America Will 
Soon Have More Waiters And Bartenders Than 
Manufacturing Workers 

by ZERO HEDGE | NOVEMBER 7, 2014 




6 years after the recovery, wages simply refuse to rise, while the headline jobs print was a modest 
kneejerk disappointment at least until it is appropriately spun in some sort of "goldilocks" frame, where 
the October jobs report was a true disappointment, was in the report of average hourly earnings: rising 
at just 0.1% for the month and 2.0% Y/Y, it missed expectations across both metrics. 

As a reminder, even Janet Yellen has observed that with the unemployment rate ridiculously low and 
thus meaningless to shape policy, the key thing the Fed head is watching is any changes in wages to 
determine where benign wage inflation is headed. Well, as the chart below shows, it is headed exactly 
nowhere, because 6 years after the recovery, wages simply refuse to rise. 
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And while there are many reason to explain this phenomenon, most of which have been covered here in 
the past, here is the easiest explanation of why wages have, and will continue to disappoint to the 
downside. From the report: 

• Food services and drinking places added 42,000 jobs in October, compared with an 
average gain of 26,000 jobs per month over the prior 12 months. 

• Employment in professional and business services continued to trend up over the month 
(+37,000). Over the prior 12 months, job gains averaged 56,000 per month. In October, 
employment continued to trend up in temporary help services (+15,000). 

In brief: well-paying jobs lower, low-paying jobs much higher. 

And to visualize it: in October the US economy added the most waiters and bartenders in over a year. 
In fact at 42K, one in every five jobs "created" in the US economy went to a bartender, or a waiter. 



Food Service And Drinking Place Workers, i.e. Waiters and Bartenders 




Finally, putting it all in perspective, here is the total number of waters and bartenders Vs. 
manufacturing workers in the US since 1990. The red (bad) line has almost caught up with the blue 
(good) one. So much for Obama's manufacturing renaissance promise as manufacturing workers have 
barely recouped any of the losses since the Great Depression started in 2008, while America has never 
had more waters and bartenders. 
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History Will Surely Show QE As A Major 
Mistake 

by THE TELEGRAPH | NOVEMBER 2, 2014 

"The final word on quantitative easing will have to wait for historians," wrote Ambrose Evans-Pritchard 
this week . Now the US Federal Reserve has apparently ended QE, I'd like to take a cue from my 
esteemed Telegraph colleague by suggesting what future historians might say. 

On Wednesday, the Fed terminated QE3 - the latest incarnation of its money-creation programme. The 
American version of this highly unorthodox policy began in late 2008, with the Fed creating virtual 
balances ex nihilo and purchasing assets such as government debt and mortgage-backed securities, 
often from bombed-out banks. 



Read more 
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